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LsacormtyEltctriobelieves,itgivcnthneto~FERcordas888and

subscq@ orders associated with whokaalc  dcqulation  will nsdt in electric

price dccreasc8. Disparity in price is aaributable  aictly to gcalcmh Goat&

Wholesaledeq@ationisalrcadyreduciogwholesalecostshTexasandNew

Mexico. Tksc saviqp  arc being passed on to the retail customers.

RetailwheelingwillnotwoIkasavisi~bypro~-here’r*

A  hpoau&assertthisissimiiartot&phone~gulati~  Itisnot. N o

matter which powar marketer sells you the power, your power u3l be

providedhmapenemtorincloseproxi&ytoyourretailload.  I f

generation costs sre foroed to conform  to retaii  prising (assumiq it is a

1owefretailprioe)theresultwillbe~reliability.  -this

is an ins-us, as well as time driven-service (or product, or

CXXIU&ity)

B. The concept doesn’t require a capikdistic transaction  where the seller

accoumsfortheca@tyonepurchasessgaiustthepoweronesells.  This

will lead to:

1.) Predatmy  plicing  for msrket  share; the few remaihg marketers

will exact fees in the irfmsaction  ultimately driving up the cost

unnecessarily.

2.) Redistribution of a distribution utility’s capacity (demand) costs,

Ifdis-aggregate4 a distrii~ utility must reassign capacity costs

as components (customers) are re-aggregated in different selI5

groups by power m-s.

C. Rate payers are being burdened with stranded costs now. Acceluaiing

l-tUX%yofshandedCosts~~~coMyiatoa~timepaiod

(ea. TNP camrmmity  Chhx fad Cdifofniautilities  reamring stmndcd

costs now) OVerChargCS  CulTwIt  -ers unnecessarily.
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3. Rastructrpingantberstaillcn~ifitmustcome,murtcomethroughstato

1egislatiOnbeoauE

A. savicctenitory~arcwntrolledbystateRlblicutilily

c-. ImpoEingrfaderalsohcmecreateapOtantialforr8tail

Itmnded co8ts.

B. Ricing electricity will contioue in three categories: service, m, and

dcmrmd  Tme use-se&k pricing mod& nmst take intO cons&m&n

among othar things:

1 . )  Arogion’~clk,t~pti.

2.) Predominate fuel used for generation

3.) Customer’s use chamctaristics.  (DO tide&l cuatOmers use

refrigerated air as a rule?)

4.) IS the populow mostly urban or rrpall

Retail wheeling will permit ewrgy-only pricixlg.

C. lf a State’s path t0 retaining 1OW alectric pIiCeS or t0 EdllcC @CB is

t.brollgh traditional cost of service priciog and taking advantage of

wholesale deregulakm,  a federal ma&t0 IIkightjeOpatdize  these efforts.

D. Rural electric cooperatives,  like municipal systamn, have the ultimate

fom-l  of consumer accountability - our customers govern  our 0peratioM.

States should determine these critical iPSaeS fOr ~~pesatiw~:

1.1

2.1

The impact of retail choice on universal  sezvice reqkements  in

rural areas could be sign&ant.  The idea of B universal service

fimd similar to the tele&OlM  indUBt@B  wi31lOBt  its ap~efd once

c- see the cast of rural line utcnsi~ns. Furthennora,  the

state has the ultimate resp0nsii~  to ensure universal service.

Dis-aggregation  has a cost. Mambara  of cooperatiw~  should

decide whether or not to dis--gate.  For most small



cooperatives, dieaggregatifxl  does not make 8enaa duo to the

relatively  small  scale of their opedons. states dy have

regulatory omsight  over tdhatbn  ofddibntion costs. Dir-

lqgregatiollwillcatlsefhc”dccktobreshufned”eachtimeo

-~grmrpof~ (whetherornotthcymofthe

sameuaago0lass)1eavoth8~mutility.  nlestrtcmpst

ovasoe the re-auocation  ofthere costs.
4. Ifdu@ate&notanpicawillfaU PorLeacoun@Electriccooparative,the

most disturbing idea about retail v&cling is the ‘%omogcnizi@  of&t of

genQ&on cosrs.  It is averaging. some prices slu, other prices rise, UMl there

is equall;rtioa Failure to recognize that there arc valid reasons  for some

regional gene&on  price disparities will result in fonxd gmeration

standardization that caues service reliability problems in some regions,

undcsiIab&  * I conscq~~s  in some regions, or cross-subsidization

of generation cosis.

5. Now is not the time to act. What ifFERC cannot achieve through fim&mal

unbundling the desired true-open access mandated in FERC 0rde.r 8881 If

stuturc unbmdliq is required (or divestiture) there will be price chaos at the

Wailkvel.  lkeis- ChUtiC@inelecbicInicingandWj~C.  Reversing

the effects of prematuxz  pricin8 of retail whw could take years to correct

since elasticity of use is not instan~eous,  but takes years to materiak.
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